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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless noted 


1986 1987 1988 1989 est. 


Domestic Economy 
Population (millions) 15.1 15.5 
GDP in current dollars (billions) N/A 4.3 
Real GDP Growth ~1.6 8.4 
Consumer price index change (%) 260 186 
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Production and Employment 
Labor Force (millions) N/A N/A N/A N/A 


Unemployment rate N/A N/A N/A N/A 
Industrial production growth rate -5.0 15.6 . 15.0 


Balance of Payments 
Exports (F.O.B.) 379 383 298 282 
Imports (C.I.F.) 379 511 614 563 
Trade Balance 0 -128 ~326 ~281 
Current-account balance ae -100 -210 ~237 
Foreign direct investment (new) N/A 1 N/A N/A 
Foreign debt (year end) 1127 1289 1421 1624 
Debt-service paid (including IMF) N/A N/A N/A N/A 
Debt-service owed (including IMF) 203 219 200 241 
Debt-service ratio as % of 
exports (including IMF) 52 54 62 76 


Foreign Investment* N/A N/A N/A N/A 


U.S.-Uganda Trade 
U.S. exports to Uganda (F.A.S.) 18.7 18.7 15.9 23.1 
U.S. imports from Uganda (C.I.F.) 139.5 85.4 62.1 40.0 
U.S. share of Uganda exports (%) 29.5 25.2 L7.2 14.0 
U.S. share of Uganda imports (%) aa 3.8 2.9 a.1 
U.S. bilateral aid 
Economic (fiscal year) 4.7 17.4 29.8 29.1 
Military (Thousands of dollars) 50 100 102 130 


Principal U.S. exports: Communications equipment, used clothing. 
Principal U.S. imports: Coffee. 


N/A = Not Available 
* U.S. investment is negligible, not measured. 


Note: Accurate, consistent data are not available. Data should 
be treated as best estimates. 


Sources: Government of Uganda, International donors. 





SUMMARY 


The Ugandan economy is responding positively to the major 
economic reforms instituted by the National Resistance Movement 
(NRM) in 1987 and supported by the International Monetary Fund 
(IMF), World Bank, and international donors. From an 
agricultural and industrial base that had eroded considerably 
during 15 years of political instability and economic 
mismanagement, real per capita growth has exceeded 4 percent 
annually since 1987. Much economic activity in Uganda takes 
place in the booming informal sector. Private importers with 
access to foreign exchange from the parallel market bring in 
commodities from agricultural and industrial inputs to high 
priced consumer goods for sale in the local market. The 
government facilitated importing in 1988 and 1989 by 
streamlining export and import licensing, and allowing 
exporters to retain 100 percent of export earnings through the 
Export Retention Scheme. There is significant domestic savings 
and investment outside of the formal sector. These positive 
developments in Uganda's economy are possible because the 
National Revolutionary Army (NRA) has defeated most of the 
armed opposition to its regime and reduced rebel organizations 
to scattered groups of bandits. 


However, hard currency for imports in 1990/91 in the formal 
sector is even scarcer than in the past due to the loss of 
foreign exchange from coffee exports since the collapse of the 
coffee quota system halved coffee prices in the international 
marketplace. Uganda, dependent on coffee for over 90 percent 
of its foreign exchange earnings, saw receipts drop from $300 
million to $149 million in 1989. Fuel imports and servicing an 
increasingly burdensome debt consume much of the public 
sector's hard currency generated by coffee sales. Donors have 
succeeded in filling the gap between earnings and payments in 
the public sector. Western donors pledged $637 million for 
further development of Uganda's economy in 1989/90, a 16.8 
percent increase over the $560 million received in 1988/89. 
Arab and Eastern Bloc nations also provide project and 
balance-of-payments support. 


Multilateral development banks, particularly the World Bank, 
represent the best source of business in Uganda for American 
firms. In addition, the number of private importers of 
consumables, inputs and services increased in 1989, spelling 
opportunity for American exporters. Large-scale investment in 
Uganda is not yet advisable although a prospective new 
investment code may improve the outlook. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: Since the National Revolutionary Movement 
(NRM) came to power in January 1986 and launched its Economic 
Recovery Program (ERP) in 1987, real GDP growth has been 
greater than 4 percent per year. Growth in agricultural 
production is responding to improved producer prices, stability 
and security in the countryside. Industrial production 
continues to grow at a rate of 15 percent per annum as improved 
access to foreign exchange allows rehabilitation and 
importation of inputs and spare parts. Weaknesses in the 
economy that hamper economic growth are a weak domestic savings 
rate and significant capital outflow. 


Inflation: The government battled inflation with tighter 
monetary controls in 1989, cutting inflation from 142 percent 
in 1988 to the current annual figure, 60 percent. The trend 
continues downward; inflation in the first quarter of 1990 was 
lower than 5 percent. The official exchange rate was devalued 
four times in 1989, from 165 shillings to 370 shillings per 
dollar. In April 1990, it stood at 379 shillings. The 
parallel rate, at which virtually all prices--save fuel--are 
set, fluctuates according to the availability of foreign 
exchange, but the margin between parallel and official rates 
has narrowed progressively with each devaluation. The Ugandan 
Government has indicated its willingness to devalue 
periodically to move to a single exchange rate during 1990. 


Agriculture is the base of Uganda's economy. 
Over 90 percent of the population lives in rural areas, and 
agriculture accounts for more than 70 percent of GDP. Much of 
the government's efforts to rehabilitate the country's economy 
are aimed at improving infrastructure to support agriculture. 
The government also facilitates access to credit for 
agricultural inputs. Bumper crops of maize, sesame seed, and 
tobacco in 1989 are evidence that the strategy is working. 
Inefficient layers of bureaucracy between the farmer and his 
market are being peeled off, improving returns to farmers. 


Coffee, tea, cotton, tobacco, and sugar are Uganda's 
traditional export crops. Unfortunately, the large tea estates 
were particularly affected by the years of turmoil; many were 
abandoned by owners, or stopped producing because no foreign 
exchange was available for spare parts. ~Tea réhabilitation has 
begun; production improved 173 percent in 1989 over the 
previous year. Cotton production also increased, but remains 
one-third that of 1985. Tobacco producers reported a bumper 





year in 1989, but they complain that transportation to 
collection centers in the less secure northern regions is still 
a problem. Sugar production ceased in 1986, but two plants are 
now back on line producing unrefined sugar. 


Coffee: The collapse of the coffee quota system in 1989 had a 
Significant impact on the Ugandan economy. Although coffee 
exports in 1988/89 grew by 30 percent, receipts from coffee 
sales in 1989 fell from $300 million to $149 million, forcing 
the government to borrow from donors to make debt payments and 
buy essential commodities such as fuel and sugar. The NRM 
Government sees the collapse of coffee prices as an opportunity 
to diversify exports, however, and is encouraging farmers to 
produce other export crops such as maize, beans, and 
pineapples. As most coffee in Uganda is grown by smallholders, 
a shift in production is easier to accomplish than in 
coffee-producing countries where plantations are the norm. In 
the short term, however, coffee will continue to be the main 
source of government revenue. 


As part of its structural reform package, the Ugandan 
Government declared in December 1989 that four cooperative 
unions would be allowed to export coffee, removing the monopoly 
enjoyed by the Coffee Marketing Board (CMB). Foreign buyers 


have shown interest in purchasing coffee from the coops, but 
preliminary assessments indicate that none of the coops will be 
able to export before September 1990. 


Barter trade: Despite constraints over and above those present 
when exporting for cash, barter deals enjoy government and 
popular support. Idealogically, barter trade is viewed as 
maximizing trans-African contacts as well as counter-balancing 
total reliance on the West. Since 1987, Uganda has engaged in 
public sector barter deals mainly with countries with centrally 
planned economies. Barter deals amounted to an estimated 30 
percent of merchandise exports in FY 1988/89. Uganda bartered 
mainly coffee for tractors, sugar, and pharmaceuticals. In 
November 1989, only $118.6 million of goods had been exported 
out of $340 million committed for delivery in 1989. Goods and 
services imported through barter deals totalled $97.4 million. 


Debt: Total external public debt in Uganda is $1.6 billion. 
The debt service ratio (external public debt as a percent of 
exports of goods and services) in 1988/89 was 71 percent, up 
from 62 percent in 1987/88 and 41 percent in 1983/84. 





Budget: In FY 1988/89, current expenditures were 10.7 percent 
of GDP (in 1989/90 they are expected to be 7.2 percent). The 
government deficit in 1988/89 was -4.6 percent (-3.5 percent in 
1989/90). Defense and internal security required 39 percent of 
current expenditures in 1988/89; outlays for education and 
interest payments were at 17 and 10 percent. Total revenue 
collections in 1988/89 were lower than expected (84 percent of 
estimates) due to reduced revenue from coffee sales. Taxes on 
coffee exports in 1988/89 made up only 10 percent of total 
revenue, significantly lower than in 1987/88, when coffee 
export taxes contributed 27 percent. Taxes on goods and 
services and customs duties were higher than expected, at 47 
and 16 percent, respectively, of total revenue. Donors 
contributed 18 percent of the Ugandan Government budget in 
1988/89. 


External Resource Mobilization: An estimated $457 million of 
commitments of external resources were mobilized to support the 
Ugandan Government's Rehabilitation and Development Plan in 
1988/89. Of this amount, 34 percent were grants and 60 
percent, concessional loans. The balance were commitments 
through barter and short-term credits. Two-thirds of new 
commitments were from bilateral donors; the remainder, from 
multilateral agencies and private organizations. Donors 
increased their commitments in 1989/90 to $637 million, an 
indication of their support for reforms the NRM government has 
undertaken. 


Foreign Exchange Allocation: The government's Open General 
Licensing scheme (OGL) for imports allocates foreign exchange 
in advance to qualified industries. In 1988 and 1989, the 
World Bank made $24 million available for imports under the 
OGL. Forty million dollars are available in 1990. 


An Export Retention program which began in 1988 permits 
exporters to import goods with the proceeds of export sales 
rather than convert proceeds to local currency at the official 
rate. Response to the scheme has been enthusiastic. By 
January 1990 an estimated $72 million of export licenses for 
the importation of productive inputs and consumer goods had 
been issued to private exporters. 





IMPLICATIONS FOR THE UNITED STATES 


It is still true that in the short and medium term the leading 
focus of investment and trade with Uganda will be the 
rehabilitation of infrastructure. Since most bilateral aid is 
tied to goods from the donor country, better businesss 
opportunities will come from multilateral development banks, 
particularly the World Bank and the African Development Bank. 
World Bank financing has been approved for the following 
activities under the indicated Ugandan ministries: agricultural 
rehabilitation ($30 million), Ministry of Planning and Economic 
Development; technical assistance for rural financing ($15 
million), Uganda Commercial Bank; livestock services ($25 
million), Ministry of Animal Industries and Fisheries; 
industrial restructuring ($30 million), Ministry of Industry 
and Technology; telecommunications rehabilitation ($52.3 
million), Uganda Posts and Telecommunications Corporation; and 
rural health ($25 million), Ministry of Health. 


As a result of OGL, the Export Retention Scheme and the 
streamlining of import and export licenses by the Ugandan 
Government, the number of private importers increased 
dramatically in 1989. Although British and European products 
and services continue to be better known to Ugandans because of 
historic colonial ties, interest in U.S. products, investment, 
and technology remains strong. The decline in the value of the 
dollar has made U.S. imports (before transportation and 
insurance costs are added on) noticeably cheaper than British 
products. 


The best opportunities for sales of American products in Uganda 
are: agricultural inputs (seeds, fertilizers, and pesticides) ; 

agricultural equipment, including processing equipment such as 

cereal mills; packaging equipment (glass, metal, and plastic), 

vehicles (right-hand drive) and spare parts; and pharmaceutical 
and medical supplies. 


To support direct foreign investment, a new investment code is 
expected to be issued in 1990. Foreign firms now operating in 
Uganda are mainly Asian or British firms with long histories in 
East Africa. The firms complain about difficulties operating 
in Uganda and delays in profit repatriation. The content of 
the new investment code will be studied to determine if these 
bottlenecks are removed and sufficient incentives are offered 
to prospective investors. 
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